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Including the Scandinavian—and the Co-ops 


Roger Babson, writing the Current Com- 
ment in this month’s Management Review 
says: “What the new Dealers have done to 
brokers is child’s play compared with what 
the new consumers could do to merchants. 
What has happened to investors’ stocks 
and bonds during the past six years is 
as nothing compared with what may happen 
to them if consumers take action during the 
latter portion of the next black-ink area.” 

In Sweden, as everyone knows, cooper- 
atives have gone over with bang that is 
reverberating in America. And in this con- 
nection readers are urged to examine Mr. 
Hadar Ortman’s review of the book 
Sweden the Middle Way, by Marquis W. 
Childs (page 295). 

Speculation on consumer cooperatives can 
be exciting. And from all the signs such 
speculation may not be worthless. . . . 

We observe some abating of the Robin- 
son-Patman fever. Marketers, at first in 
a fine stew over the new legislation, are 
looking at it with a soberer and more 
analytical eye. 
to think it won’t be so terrible after all. 
Anyway, nothing will happen on it very 
soon—Congress went off to electioneer and 
forgot to appropriate money for the Federal 
Trade Commission to work with. Willard 


Some people are beginning © 


Thorpe (“Possible Effects of Anti-Dis- 
crimination Legislation,” page 286) says 
the law may not have as great an influence 
on business as its sponsors hope, but one 
thing it will call for is greater knowledge 
of your business—more accuracy on costs 
and prices. 

What’s all this about raids on key execu- 
tives? On page 283 (“Three Good Bonus 
Plans”) it is stated that such raids may be 
expected in the near future—there’s new 
demand for competent men. The abstract 
suggests ways of holding such men—with 
bonus schemes, of course. 

Interesting data on how the man-in-the- 
street thinks on economic subjects will be 
found on page 270 (“Public Attitudes 
Toward Economic Problems”). Interpret 
the answers in terms of selling your prod- 
uct and in terms of your company policies 
and you may be surprised at the results. 

More vital statistics (“Census Bureau 
Reveals New Facts on Longevity,” page 
272) reveal that life length has been ex- 
tended from 48 years for men and 51 years 
for women to 59 years for men and 63 
years for women. That’s comparing 1900 
with 1930—30 years of advancement in 
medicine, science, labor saving devices, sani- 
tation, etc. 


The object of the publications of the American Management Association is to place before the 


members ideas which it is hoped 


may prove interesting and informative, but the Association does not 


stand sponsor for views expressed by authors in articles issued in or as its publications. 
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-— Current Comment 
CONSUMER COOPERATIVES 


Even the government is recogniz- 
ing the fact that consumers are demanding to be heard in 
regard to the products they buy. Consumer cooperative so- 
cieties in the United States are on the increase, and 10,000 
such organizations are certain to bring about results that will 
be far-reaching and affect all lines of industry. Merchants 
cannot ignore such a movement as this consumers’ movement. 


Years ago we did not think such a thing possible! If any- 
body then had forecast a consumers’ uprising in this country, 
we instantly would have denounced the whole idea as a false 
alarm. Today, however, we are not so sure. The nation-wide 
spread of Townsendism has shaken our sense of security. We 
now are ready to believe that almost anything is possible in 
this country. If such a thing as Townsendism, which is funda- 
mentally unsound, can sweep the United States from coast to 
coast, there is an excellent chance that another prairie fire 
may be kindled by the consumers’ rebellions already crack- 
ling. This consumers’ movement—unlike the something-for- 
nothing clubs—has certain elements which are fundamentally 
sound. It has something of truth and crusading quality 
almost like a spiritual revival. 


Merchants and manufacturers are not panic-stricken by Town- 
sendism. Although it may cost us a pretty penny and do real 
damage for a time, it surely would crumble because it is basic- 
ally unsound. That is not the case with the consumers’ move- 
ment. Potentially it has enough votes, enough money and 

h economic soundness to things wide open. iy the 
leaders of such crusades well know, if consumers ever get 
organized and go into real action, our present retailing, whole- 
saling and ucing systems might be blown to bits. 


What the New Dealers have done to brokers is child’s 
play compared with what the new consumers could do to 
merchants. What has happened to investors’ stocks and 
bonds during the past six years is as nothing compared with 
what may happen to them if consumers take action during 
the latter portion of the next prosperity black-ink area. 





At present, there are four kegs of dynamite: 


(1) Consumers are already entrenched in Washington. We 
have been told that the next goal is to set up consumers’ 
boards in each state and ultimately in each county. Under 
the leadership of recently appointed Walton H. Hamilton, 
President's adviser on consumer problems, a new “pressure 
group" may make itself felt. Read the bulletins being cir- 
culated Ms 29 Washington on prices, standards. and other 
essentials. 


(2) Another attempt will be made in January to tighten 

up the food and drug laws. Relatively little was accomplished 

this year. Although consumer leaders lost their battle in the 

oe session of Congress, they are confident they can yet win 
ir war. 


(3) Observe the consumers’ advisory services; they under- 
= oe inform their subscribers on the merits of various makes 
of goods. 


(4) Finally—and this may become the biggest keg of all— 
there is dogged growth of consumers’ cooperative societies 
of the Rochdale type. In other countries, there are sections 
where about half of the retail trade volume is handled by such 
societies. They are expanding into wholesaling and Nee oe 
activities. In the U. S. about 10,000 of these societies are 
getting a foothold. Some are large, some are small—all are 


symptoms. 


We all must watch our step if consumers ever become wise 
to their latent power and decide to become dictators in fact 
as they are in theory. We say, and earnestly, that merchants 
who laugh off these consumers’ crusades are sitting on dyna- 
mite. in the same spot are sitting our producers, bankers and 
investors. Merchants would get the shock first, but in the end 
it would swing to every business and financial interest in the 
nation. 


Against such explosions, what is the best protection? One 
immediate safeguard is to modernize your advertising and 
merchandising. Consumers’ rebellion can make little head- 
way when business men themselves take the initiative and put 
character into their production and publicity. Capital is best 
protected in companies which keep character first, and new 
industries which pioneer products. 

Roger W. Babson. 
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Abstracts and News Items 


GENERAL MANAGEMENT 


Business Situation Summarized 

Business activity during July did 
not experience the normal seasonal 
slackening. The gains in the past few 
months in manufacturing, construc- 
tion, employment, freight traffic, and 
retail trade have generally been main- 
tained or extended, when proper al- 
lowance is made for seasonal variation. 
The major current indicators of con- 
sumer income—payrolls and cash farm 
income—recorded further gains in 
June, and these have been augmented 
by the unusual increase in disburse- 
ments of government funds as a result 
of the cashing of bonus bonds distrib- 
uted in June. 

The indexes for the major indus- 
tries still show considerable disper- 
sion from the average; the durable 
goods industries, which as a group are 
still relatively depressed, have made 
substantial progress this year, and the 
improvement is continuing. 

Among consumer-goods industries, 
the principal development has been in 
cotton textiles. Rapidly mounting 
sales have served to prevent the usual 
summer slackening in production. 
Rayon output has been maintained 





near capacity levels, while silk goods 
output remains low. 

The principal adverse factor in the 
present situation, aside from the con- 
tinuing large volume of unemployment, 
is the drought which, with the excep- 
tion of the one in 1934, is described by 
the Department of Agriculture as the 
worst in history. 

Stock-price “averages” during July 
have broken through the “highs” es- 
tablished some months ago, aided by 
the favorable tenor of business news 
and the improvement 
earnings. Survey of Current Busi- 
ness, U. S. Department of Commerce, 
August, 1936, p. 3:1. 


Public Attitude Toward Economic 
Problems 


The Viennese Institute for Psycho- 
logical Field Work has tried to find 
out what the Austrian public thinks 
about current issues of economic dis- 
cussion. The method used by the act- 
ing director, Dr. Marie Jahoda, should 
be of interest to Americans. 

What the average man in the street 
feels in matters of economic legisla- 
tion and theory, has in many cases im- 


* For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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mediate influence upon what he does 
as a consumer and how he reacts to 
different appeals. 


Instead of asking people directly 
about free trade, technological unem- 
ployment, etc., individuals were told 
little stories involving these questions 
and then asked for their opinion. 


For example: Mr. Smith and Mr. 
Jones each has an income of $20,000 
a year. Smith spends lavishly, travels, 
has many servants, gives parties, etc. 
Jones lives modestly and invests his 
money in securities. Who is more use- 
ful from a general point of view? 
Among the thousands asked this ques- 
tion, 83 per cent said Smith was doing 
the right thing. 

Another example: The wind breaks 
a window in a shop. A student of 
economics who happens to be present 
says the occurrence is a good one be- 
cause it will give work to a glazier, 
pointing out that if windows did not 
break the glaziers would have no work 
and would not be able to buy things 
thus keeping other people busy. Do 
you agree with this statement? Fifty- 
nine per cent of those questioned did 
not. 

Another story: A leader has stated: 
“Buy foreign goods and you have the 
goods but the money goes abroad. Buy 
goods in your own country and both 
the goods and the money stay here.” 
Is this man right in his statement? 
Fifty-two per cent said yes. 

A fourth story: The famous Pro- 
fessor X has lost all his fortune. To 
save him from dire need, the govern- 
ment prints five one-thousand dollar 


bills and gives them to him. The 
printing bill is $5. Do you think that 
this donation is dangerous from an 
economical point of view? Nobody is 
injured if you don’t consider the $5. 
Fifty-three per cent said they thought 
this was wrong, 10 per cent said it 
was right, 37 per cent were undecided. 

A manufacturer hears of a machine 
that wiil do the work of thirty work- 
ers thereby saving $20 a day in labor 
costs. The manufacturer buys the ma- 
chine and dismisses thirty workers. If 
you were Secretary of Labor would 
you permit him to do this? Sixty- 
three per cent of those questioned said 
they would not. Ten per cent said 
they would, 14 per cent were unde- 
cided, 

An engineer invents a razor that can 
be used daily for 100 years without 
needing sharpening. Its price is only 
twice as high as that of an average 
razor. As a consequence all the peo- 
ple in the razor industry will have to 
go out of business. Do you think you 
would permit the sale of this new 
device? Sixty-one per cent said no, 
32 per cent said yes, 7 per cent were 
undecided. Reported by Paul F. Laz- 
arsfeld, University of Newark, to 
Market Research, August, 1936, p. 
13:3. 


The Myth of 10 Million 
Unemployed 

The author claims that the state- 
ments which have been issued esti- 
mating the total jobless to be about 
11,250,000 do not tally with figures 
collected and printed by the New York 
Sun. 
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The unemployment, he says, lies in 
transportation, communications, build- 
ing, mining and to a lesser extent in 
capital goods. Millions of men are at 
work in these fields today but if not 
a single one was employed, there yet 
could not be 10,000,000 person: 

So long as the impression of this 
mighty army of “unemployed” is per- 
mitted to prevail, billions will be taken 
from pay envelopes of workers in in- 
dustry and trade, and from the work- 
ing capital which makes those pay en- 
velopes possible, billions to be spent 
by political spoilsmen and an ever- 
growing social service bureaucracy. By 
Charles H. Franklin. Mill & Fac- 
tory, August, 1936, p. 29:4. 


Census Bureau Reveals New Facts 


on Longevity 
That people live longer than they 
used to and that women live longer 


FINANCIAL MANAGEMENT 


Credit Inflation and Income 


Our troubles lie not in the failure 
of individual initiative, nor in the fact 
that any substitute for the profit mo- 
tive is likely to prove its superior, but 
in the misapplication of the means at 
hand. No system will prove perfect, 
nor be free from oppression, but our 
major difficulties can be laid squarely 
to the use which we have made of 
money. In our eagerness to accumu- 
late, to amass a competence, we have 
endowed money with an accretion of 
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than men are facts clearly established 
by the set of life tables issued recently 
by Director William L. Austin of the 
Bureau of the Census, Department of 
Commerce. 


At the beginning of the present cen- 
tury the average length of life in the 
United States was 48 years for white 
males and 51 years for white females. 
The tables just published relating to 
the year 1930 give an average of 59 
years for males and nearly 63 years 
for females. ‘This change reflects the 
great progress that has been made in 
lowering the death rate and thus add- 
ing to the years of life through im- 
proved sanitation, higher standard of 
living, and labor-saving inventions in 
the homes, and the advances made in 
education and in the science and prac- 
tice of medicine and surgery. Domes- 
tic Commerce, August 10, 1936, p. 
69:1. 


functions as an investment medium to 
which it has no right. Money, which 
is the shadow of substance, has been 
allowed to become the substance itself. 

The economists tell us that all pur- 
chasing power arises from production 
and passes into the hands of people in 
sufficient quantity to buy all current 
production. ‘This definitely is a mis- 
statement, although it should be true. 
All purchasing power does not arise 
from production. Instead, for the 
benefit of a comparatively small class 
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of investors, speculators, real estate op- 
erators, etc., we have permitted the 
commercial banks to supply an increas- 
ing portion of it in the form of con- 
sumption loans, thereby relieving in- 
dustry of the necessity of creating 
equivalent income. 


Our knowledge of money is hazy 
and attempts have been made to show 
that these consumption loans, which 
can be defined as credit inflation, are 
necessary to industrial progress. It is 
here we make our error. Not only 
are these loans unnecessary; they 
threaten the profit system with break- 
down. Until we recognize the dan- 
gers lurking in credit inflation, we have 
small chance of correcting our faulty 
distribution of income or putting the 
nation back to work. By B. M. Ful- 
lerton. The People’s Money, August, 
1936, p. 11:5. 


Will the New Undistrikuted Profits 
Tax Affect Credit? 


Heretofore, the dominant note in 
taxation has been the rate of tax. Not 
so with the latest neophyte. Its claim 
to fame is embedded in the introduc- 
tion of a brand new theory of taxa- 
tion, at least in so far as corporations 
are concerned. The distinguishing 
birth-mark is no longer profits made. 
Another and more important measur- 
ing stick has been added, namely, prof- 
its undistributed. 


The avowed purpose of the new 
structure is not revenue, but in a sense, 
reform. In a sociological and economic 
sense, the undistributed profits tax is 
conceived as being a stop-gap on ac- 
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cumulation of corporate surpluses, and 
conversely, a mechanism for effecting 
broader distribution of purchasing 
power through the dividends, almost 
perforce, going to stockholders. 

With all roads cleared for distri- 
butions to stockholders, credit men may 
well ask where the creditors come off, 
especially considering that the tax stat- 
ute even rides roughshod over the State 
corporate laws, and tells corporations, 
unless they are bankrupt or in receiver- 
ship, that though they have accumu- 
lated deficits, they have the alternative 
of either paying dividends or paying 
the undistributed profits tax. 


There are two possible ameliorating 
factors: In the first place, contracts 
entered into before May 1, 1936, ex- 
pressly requiring in writing a corpora- 
tion to use profits for the discharge of 
debt incurred before May 1, 1936, or 
restricting a corporation in the declar- 
ation of dividends, are not only to be 
respected by the corporation but will 
also gain the deference of the tax au- 
thorities. More concretely, to the ex- 
tent of such restrictions, a corporation 
is entitled to a deduction from the 
amount otherwise subject to the undis- 
tributed profits tax. Accordingly, 
agreements to set aside sinking funds 
out of profits, or not to pay dividends 
unless certain asset ratios exist, may 
relieve the dividend pressure and the 
credit man’s anxiety. 

The second and more hopeful “out” 
is the fact that dividends need not be 
paid in cash. They can be distributed 
in kind, in script, in long-term obliga- 
tions, or in stock or stock rights. In 
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so far as the dividends are paid in 
stock or stock rights, the creditors may 
not be adversely affected. 

We seem likely to be entering into 
a new, tax-sponsored era in credit re- 
lationships, where the credit grantor 
may find it necessary to assume a some- 
what paternalistic attitude about the 
dividend policy of corporate debtors, 
formerly guided on a more or less 
laissez-faire basis. By J. S. Seidman. 
Credit and Financial Management, 
August, 1936, p. 10:3. 


Where Will We Get the Money to 
Pay Higher Taxes? 


Manifestly there are going to be 
higher taxes—a large federal deficit 
faces the nation—Social Security Leg- 
islation puts another burden on em- 
ployers—sales taxes are on the increase 
—income taxes are taking more and 
more of the individual and corporate 
income. 

Taxes are going to add substantially 
to the cost of doing business. Increased 
taxes will represent another deduction 
which will have to be made before 
the net profit figure will be arrived at. 

If the increased taxes are to Come 
from any other source except reduction 
of net profit, they must be gained either 
by increasing the price of the product 
or by decreasing the cost of producing 
and selling the product. 

It is doubtful in the extreme 
whether the money needed can be se- 
cured by increasing the price of the 
product—there is a limit. The market 
is ultimately curtailed or destroyed, 
and the vicious circle leads from a cur- 
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tailed market to higher product costs 
to the bankruptcy courts. 


Business progress in America has 
been built on lower prices and increas- 
ing volume—not upon higher prices 
and decreasing volume. 

Where then is tax money to come 
from? Not out of raw materials be- 
cause material suppliers must pay taxes 
too. Not out of fixed expenses. For 
the time being it might be taken out 
of advertising and sales, but that 
course, too, leads eventually to the loss 
of market. 


It might be taken out of payrolls, 
but this would mean reduced purchas- 
ing power. 

It might seem as though there is 
no source from which tax money is to 
be obtained. And yet there is such 
a source. That source is increased pro- 
ductivity, accomplished by the installa- 
tion of more efficient production ma- 
chinery and equipment. In _ other 
words—some means must be found for 
turning out more units per dollar ex- 
pended. Difficult as this seems, it has 
been done, and examples of it are plen- 
tiful. By Charles J. Stilwell, Vice 
President, the Warner & Swasey Com- 
pany. American Business, August, 
1936, p. 27:3. 


Idle Money: The Banker’s Third 
Degree! 


A bank must furnish a safe place 
for its depositors’ money, and loan a 
certain percentage of these deposits in 
the community. Its future is depend- 
ent on management whose function is 
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the conversion of the bank’s funds into 
earning assets through the various fac- 
tors which make up a proper credit 
practice, the most vital of which is a 
sound lending policy. 

The author outlines in great detail 
a sound lending policy, making the ob- 
servation at the end of the article that 
interest rates always command atten- 
tion in a lending policy, and that the 
rates the banks are now receiving are 
unreasonably low and will not support 
their conservative operation. In times 
past bankers were competitive bidders 
for deposits. Today bankers are com- 
petitive bidders for loans and are offer- 


INSURANCE * 


Apportionment Clause of Supple- 
mental Contract 


The apportionment clause of the 
new supplemental contract gives rise 
to many legal problems. The purpose 
of this clause is obviously to compel 
the insured to carry the same amount 
of insurance for windstorm and the 
other perils assumed by the supple- 
mental contract, as he does fire insur- 
ance. Consequently, the clause is more 
than a mere pro rating one and, in 
effect, becomes a co-insurance clause, 
requiring the insured, in case he does 
not attach the supplemental contract 
to other fire policies, to bear any loss 
himself in the proportion that these 
other fire policies bear to the specific 


* Insurance abstracts are contributed by P. D. 
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ing low rates of interest as their in- 
ducements. Both of these situations are 
foolish from an earning standpoint and 
clearly show the need of a sound policy 
that will cease lending money at 
starvation rates. 

Six recommendations of the Commit- 
tee on Credit Practices of the Associa- 
tion of Reserve City Bankers are listed 
as worthy of study when forming a 
lending policy. By Fred B. Brady, 
Vice-President, Commerce Trust Co., 
Kansas City, Mo. Credit and Finan- 
cial Management, August, 1936, p. 
4:3. 


policy which contains the supplemental 
contract. 

It might be exceedingly difficult to 
have a court pro rate a loss from a 
tornado, with a straight fire insurance 
contract, which does not insure for 
such a hazard. Especially would this 
seem to be true where an insured has 
one policy for $5,000 and another fire 
policy with the supplemental contract 
attached, for $5,000, and suffers a 
tornado loss for $3,000. Under the 
terms of the contract, the insured would 
receive only $1,500, whereas he suffered 
a loss of $3,000, and, theoretically, had 
insurance covering such tornado loss, 
to the extent of $5,000. The Eastern 
Underwriter, July 17, 1936, p. 25:1. 


Berrzatzy, Assistant Treasurer, Graton & Knight 
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Intense Heat Causes Fires 


Intense heat was responsible for an 
explosion and fire, due to spontaneous 
combustion in a cellulose plant in New- 
ark, N. J., with resulting damage esti- 
mated at $150,000. 


In the Conway Importing plant at 
Borden Avenue and 23rd Street, in 
the center of the Long Island City in- 
dustrial district, another fire, attributed 
to intense heat, caused damage esti- 
mated at $100,000. Firemen believed 
that the fiery sun, beating down on the 
factory roof, had raised the tempera- 
ture to the point of spontaneous com- 
bustion. The Weekly Underwriter, 
July 18, 1936, p. 132:1. 


What Buyers Expect of Insurance 
Agents 

A. Van Court Miller of the New 
York Herald-Tribune, prominent in 
insurance buyer organizations, was a 
speaker before the New England Asso- 
ciation of Insurance Agents, frankly 
discussing the question of service and 
other subjects of importance to insur- 
ance buyers. 


The speaker constructively pointed 
out that the development of the full 
possibilities of insurance production 
will not be realized without a great 
deal of sound thinking and hard work 
to remove the impediments and ob- 
structions along the highway of prog- 
ress. Mr. Miller further stated ‘one 
of the most constructive moves that 
could be made by the insurance frater- 
nity would be to reduce insurance to 
its plain common sense understandable 
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factors, and then have all of their rep- 
resentatives follow a well-planned pro- 
gram, presenting this information to 
the public as they contact them from 
day to day.” ‘This speaker was equally 
outspoken in his comments on the ef- 
fect of the restrictions with which un- 
derwriting and insurance operations 
as a whole are surrounded. 

There was much in Mr. Miller’s 
talk of interest to buyers and sellers. 
Readers will find substantial quotations 
in The Eastern Underwriter, July 10, 
1936, p. 31:2. 


The Retrospective Rating Plan 


Clarence W. Hobbs, Insurance 
Commissioners’ special representative 
on the staff of the National Council on 
Compensation Insurance, availed him- 
self of extraordinary powers last week, 
and broke two tie votes on resolutions 
having to do with Retrospective Rat- 
ing. 

These resolutions concerned the de- 
lay of introduction of the Retrospec- 
tive Plan until a study of the supple- 
mentary plan was completed. Mr. ° 
Hobbs definitely rejected the plea for 
delay. The essential differences of the 
two plans, said Mr. Hobbs, may be 
summarily stated as follows: 

The retrospective plan makes its ad- 
justment on the basis of the aggregate 
experience, and the final rate paid by 
the assured consists of a basic premium 
plus the actual losses, loaded for ad- 
justment costs and taxes, but not less 
than a stated minimum, nor in excess 
of a stated maximum. The supple- 
mentary plan makes its adjustment on 
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the basis of a split of losses into “nor- 
mal” and “excess” portions, charging 
the assured with the normal portion, 
the insurer with the excess. The treat- 
ment of expense apparently contains no 
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The Central Filing Department of 
the Dennison Manufacturing Co. 


In this detailed description of the 
Dennison Central Filing Department, 
the author covers the following: 

Physical organization, volume of ma- 
terial handled, transfer of material, 
filing routine—preparation of material 
received for filing, filing into distribu- 
tor, filing into main file, reference 
work, cross-reference system, follow-up 
system, charge-out material, pick-up 
and delivery system—new  recon- 
structed index, personnel, method of 
compensation, functional supervision 
of filing. 

He then summarizes these points 
which he regards as fundamental in 
the operation of a Central Filing De- 
partment: 

1. The provision of a basic plan or 
scheme for housing, indexing and con- 
trolling the material. This must be 


flexible and capable of growth. It 


should permit a sufficient latitude to 
develop its real function of service to 
the organization. 

2. Refinement of the operating plan, 
to promote increased efficiency and 
economy. Over a period the cumula- 
tive effects of minor improvements are 
impressive. 
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gradation by size, as does the retro- 
spective plan. Nor does it apparently 
contain any maximum limitation on 
total change in premium. The Specta- 
tor, July 30, 1936, p. 6:1. 


3. The training of operating per- 
sonnel to a high degree of skill in per- 
forming their specialized duties. 

4. The provision of an adequate in- 
centive for greater production, and for 
effective cooperation among members 
of the working group. 

5. The development of a type of 
supervision which combines practical 
knowledge, leadership, and a sense of 
the basic purpose for which the filing 
department exists. 

6. Continued analysis of the needs 
of the general organization for filing 
service, and the voluntary extension of 
cooperative service from the files to fill 
those needs. By Thomas R. Sullivan. 
N.O.M.A. Forum, June, 1936, p. 5:6. 


Sorting Daily Invoices Simplified 

In San Francisco the accounting de- 
partment of the Shell Oil Company has 
inaugurated an improved method of 
sorting the thousands of daily invoices 
coming in for supplies purchased on 
credit retail cards. Instead of being 
sorted alphabetically they are now be- 
ing sorted by a new numbering system. 

The new card given each customer 
upon the expiration of his present one 
will not contain a printed serial num- 
ber as heretofore. Each credit cus- 
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tomer is being given a number at the 
time his card is issued which is put 
on when the addressograph plate is 
used, and this number, repeated on 
the daily invoices, will be watched in 
sorting. Figures will not exceed five 
and the sorting is done in two opera- 
tions. For instance, if the number is 
E-70-666 the first sort is by E-o and 
the second by 7, making 18 sorts in- 
stead of 26 as when the alphabetical 
system was used. With the two sorts, 
the three figures at the end may be 
watched easily. At the end of the 
month the name and number are com- 
pared to make sure that the right cus- 
tomer is being charged. American 
Business, August, 1936, p. 47:1. 


Test Your Phone Voice 


There is such a thing as “telephone 


personality.” Have the people who are 
handling your business over the phone 
good telephone personalities, or is it 
an unfortunate experience for the com- 
pany every time they make a telephone 
contact? Many times a voice can can- 
vey an entirely different impression 
from the one that the person speaking 
intends, and many executives who are 
otherwise valuable assets to a company, 
cause a lot of trouble over the tele- 
phone. 


The article describes six telephone 
personalities: the bond salesman was 
successful because he put his person- 
ality into his voice; the grocery clerk 
who lost business for the store because 
he neglected telephone salesmanship; 
the bank president mumbled, was 
gruff, and frequently interrupted the 


THE.MANAGEMENT REVIEW 


other speaker ; the girl clerk had a per- 
fect phone personality that was a good- 
will builder for the bank; the assist- 
ant cashier was hurting the bank’s 
public relations every time he answered 
the phone; the president’s secretary 
had harsh tone qualities that were 
remedied by experiment. By Frank 
Farrington. Bankers Monthly, Aug- 
ust, 1936, p. 464:3. 


Postal Problems in the Office 

The author of this article clipped 
coupons from national magazines re- 
questing booklets, samples, etc., and 
among those he received in 50 per cent 
of the cases, ways could be found of 
sending the booklets and samples at 
less postage than was actually used. 

He describes the type of mailing 
piece that is suited to first, third and 
fourth class postal rates and brings out 
points of interest about each. 

He then discusses the subject of mail 
dispatch. Are you clear about what 
trains or what airplanes your letters 
can be carried on? Does the mail clerk 
take into consideration weather condi- 
tions, whether the air flights are can- 
celed?. Examine your outgoing mail 
to see whether there are a number of 
letters being mailed to the same 
branch office. They can be put in one 
large envelope. Is the stationery you 
are using for letters to Hawaii and 
the Philippines of light enough weight? 
Have you the proper control on post- 
age stamps? Each year millions of 
dollars worth of postage stamps are 
stolen from mail departments. The 
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new Permit Mailing Machines are a 
safeguard against loss of postage. 

The author next takes up examples 
of booklets, etc., which he sent for, and 
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in individual cases tells how hundreds 
of dollars could have been saved on 
the postage. By F. L. Waggoner. 
N.O.M.A: Forum, June, 1936, p. 3:3. — 


Industrial Economics: Labor and Capital, Legislation, Wage 
Theory, Immigration 


Union-Management Relations in 
the Women’s Clothing Industry, 
New York Industrial Area, 
1936 


Regulation of the jobber-contractor 
relationship and provision of machinery 
for enforcement of agreements are im- 
portant features of the collective agree- 
ments concluded in the women’s cloth- 
ing industry of the New York indus- 
trial area in 1936. This market is es- 
timated to produce 90 per cent of all 
dresses made in this country. It is 
highly organized and both employers 
and employees negotiate through 
elected representatives of their respec- 
tive associations. Although agree- 
ments are negotiated separately in the 
several branches of the industry, the 
labor conditions established are kept 
uniform by using identical provisions 


in the several contracts. Monthly La-- 


bor Review, July, 1936, p. 24:10. 


Legal-Aid Work in the United 
States 

Court costs and fees are formidable 

obstacles in the wage earner’s quest for 

justice. The law’s delay in the case 

of clients with substantial incomes is 


annoying, but for the man of small 
means or without financial resources 
this delay is a calamity. By Reginald 
Heber Smith and John S. Bradway. 
Monthly Labor Review, July, 1936, p. 
1:13. 


A Worker Tells Employers How 
to Improve the “Company Union” 

An employee representative in a 
large company makes some construc- 
tive criticisms of the company union in 
this article. He believes the company 
union to be invaluable if it operates 
well. One difficulty he finds, however, 
is that the representatives do not really 
“represent” the workers. They can- 
not forget that they are employees of 
the company and they do not bargain 
with an independent confidence. They 
are too easily satisfied with decisions, 
and do not insist upon explanations for 
management policies. 

This laxity among employee repre- 
sentatives is usually matched by the 
management, who do not offer explana- 
tions, or encourage those who seek 
them. 

Employees really label a plan as suc- 
cessful or unsuccessful according to the 
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effectiveness with which it irons out 
such major matters as working condi- 
tions, wages, pensions and questions 
which materially affect them. If the 
union only serves to iron out triviali- 
ties, and settle decimal points, it is 
worthless. Forbes, July 1, 1936, p. 
10:2. 


Nutritive Value of Diets of Fami- 
lies of Wage Earners and Cler- 
ical Workers in North At- 
lantic Cities, 1934-35 


An analysis of the diets of the fami- 
lies of a selected group of wage earn- 
ers from the standpoint of their ade- 
quacy for health shows that a very 
considerable proportion failed to meet 
the minimum requirements set by stu- 
dents of nutrition. Within the limits 
of the income levels studied, the higher- 
income groups in general enjoy more 
adequate diets. A better balance of 
the different nutritive factors could be 
obtained, however, even by the lower- 
income groups, by applying present-day 
knowledge of foods and nutrition in 
the selection of foods, and the level of 
nutrition and health of these groups 
could undoubtedly be raised without 
necessarily increasing their food ex- 
pense. By Hazel K. Stiebeling. 
Monthly Labor Review, July, 1936, 
p. 14:10. 


Wages and Hours in the Women’s 
Neckwear and Scarf Industry 


Direct labor costs represented slight- 
ly over one-fourth of the total costs of 


production in the manufacture of 
women’s neckwear and scarfs under 
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conditions established by the NRA 
code. A study covering about one- 
third of the manufacturing units in the 
industry also showed that average 
hours ranged from 34.3 to 40.4 per 
week and that wages of women ranged 
from $13.79 to $21.12 per week as 
compared with $25.89 to $33.74 for 
men, according to region. Monthly 
Labor Review, July, 1936, p. 149:3. 


Wage Executions for Debt 


Fifteen per cent of the creditors 
accounted for 67 per cent of the 2,500 
wage executions against the employees 
of 174 industrial establishments during 
the three months ended April 30, 1934. 
Over a fourth of the executions were 
brought by eight of the creditors. 
These are a few of the facts brought 
to light by the third of a series of 
articles summarizing the results of a 
survey of levies by creditors against 
the wages of employees in typical in- 
dustrial establishments. The present 
article also gives the costs of wage ex- 
ecutions and the policies of the em- 
ployers with regard to these collection 
devices. By Rolf Nugent, John E. 
Hamm, and Frances M. | Jones. 
Monthly Labor Review, July, 1936, 
p. §1:10. 


The Warmth Factor in Comfort 
at Work 


The introduction of new methods 
of heating buildings has made it neces- 
sary that further attention should be 
devoted to the study of human com- 
fort in relation to the warmth of the 
surroundings. This report describes 





THE MANAGEMENT INDEX 281 


an investigation of the conditions of 
warmth comfort of persons doing sed- 
entary or very light industrial work, 
and since female labor is usually em- 
ployed on this type of work, 94 per 
cent of the observations were made on 
female subjects, mostly young women 
and girls. ‘The study was carried out 
in 12 factories heated and ventilated 
by a variety of methods. 

The observations show once more 
the wide diversity of opinion that ex- 
ists as to what constitutes comfortable 
warmth. At room temperatures found 
by the majority of people to be quite 
comfortable, some persons complained 
that they were uncomfortably cool, 
while others were uncomfortably 
warm. However, the conditions 
which are likely to be most generally 
acceptable can be ascertained. 

Among the other conclusions of the 


Personnel 


The 


Abnormal and Tempera- 
mental Worker 


In practice, success or failure at 
work does not depend primarily on 
abundance or lack of ability, but rather 
on the presence of other factors which 
influence the worker’s whole person- 
ality and health, and which interfere 
with the free use of his abilities. Ac- 
tually, most people can do many things 
well, if sufficiently interested and physi- 
cally fit. Failure is caused by far more 
complex factors than mere inherent in- 
capacity. 

Individual maladjustment widely 


report it is stated that maximum com- 
fort was obtained with an equivalent 
temperature of 62.3 degrees F. This 
is the degree of warmth which will — 
generally be found most suitable for 
workrooms and other places in which 
the occupants are engaged on seden- 
tary or very light work. Complaints 
of cold feet and of drafts were in- 
vestigated. It appears that the feet of 
those who complained of cold feet were 
not substantially colder than those of 
the general population studied, nor 
were those who complained exposed to 
exceptionally cold or drafty conditions. 
These persons required conditions dis- 
tinctly warmer than those necessary 
for the comfort of the average person. 
By T. Bedford. Medical Research 
Council, Industrial Health Research 
Board, Report No. 76, 1936. 110 
pages. 


persists; it may result from a lack of 
aptitude for the work, from inadequate 
training, from a disregard of adverse 
working conditions such as lighting, 
ventilation and noise, or from insufh- 
cient emotional adjustment to major 
aspects of life. 

The overt expressions of emotional 
maladjustments are multitudinous in 
type and may be divided into two gen- 
eral kinds—those manifesting them- 
selves in behavior disorders and those 
masking themselves as illness. 

It has been found that the number 
of people in an organization who en- 





282 THE MANAGEMENT REVIEW 


joy their work is in inverse ratio to 
the amount of absenteeism. Besides 
the physical qualifications which affect 
the worker, there are some intangible, 
but equally important factors: the 
quality and type of first-line supervi- 
sion, the question of security and in- 
security, the problem of early invita- 
tion and training, the supervision of 
the physical and mental health of the 
workers. 

That emotional factors are of pri- 
mary importance in causing widespread 
labor turnover is no longer open to 
doubt, whilst one employment man- 
ager has estimated that 90 per cent of 
turnover and 50 per cent of absentee- 
ism is due to mental and emotional 
causes. By Dr. T. M. Ling. IJndus- 
try Illustrated, May, 1936, p. 10:2. 


Study Employee Character 


Since character determines in large 
measure any employee’s success and 
efficiency, it is a practical precaution 
to look for indications of that char- 
acter in the applicant. This personnel 
manager looks for the following quali- 
ties in a person: 

Health, appearance, bearing—Sickly 
employees are expensive employees. 
Clothing may be an indication of the 


Benefit Systems and Incentives: 


Company Sickness Benefit Plan 
for Wage Earners 

The protection of wage earners 

against the economic disaster caused by 


person’s character. Bearing often tells 
the story of confidence, pose, energy, 
self-respect, and respect for others. 

Motives—The true reason for seek- 
ing the job (the author suggests how 
it can be uncovered) is an important 
key to the applicant’s chances for suc- 
cess. 
Attitude—Willingness to be taught 
and a desire to help others are sterling 
qualities. 

Energy—One energetic person will 
sometimes act as a pacemaker for a 
whole department. 

Intelligence—Mentality and educa- 
tion are factors, as is also personality 
(including responsiveness, imagination, 
power of expression, and sense of hu- 
mor). 

Initiative—Attentiveness, perception 
of opportunities, and acceptance of re- 
sponsibility, when tempered with in- 
telligence, mean an almost certain 
climb up the ladder. 

Judgment—This is an essential qual- 
ity in anyone who hopes to assume a 
position of responsibility. 

Leadership—Headship may be con- 
ferred upon a person, but leadership 
is a thing that must be won. By G. 
W. Allan. Bankers Monthly, August, 
1936, p. 466:5. 


Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


sickness is a phase of security which 
has received comparatively little atten- 
tion by industry. And yet without 
such protection economic security in 


any 
sible 
ers. 
most 
worl 
ing, 
and 
Fi 
of p 
meet 
this 
itiati 
first- 
sent 
have 
the | 
plan 
T 
plan 
grou 
ing 
peric 
poin 
and 
perc 
the « 
intes 
Dav 


Prin 


Savi 


H 





THE MANAGEMENT INDEX 


any real sense of the term is impos- 
sible for large numbers of wage earn- 
ers. Sickness is in some respects the 
most serious risk faced by industrial 
workers. It is a double calamity caus- 
ing, at the same time, loss of income 
and greatly increased expenses. 

For the time being, at least, the task 
of providing some improved means of 
meeting the costs of illness remains, in 
this country, in the field of private in- 
itiative. This report is based upon 
first-hand data obtained from a repre- 
sentative group of companies which 
have had many years of experience in 
the administration of various types of 
plans. 

The report covers non-contributory 
plans, joint employer-employee plans, 
group sickness insurance, disability last- 
ing longer than the maximum benefit 
period; a summary is included which 
points out the need for employer aid 
and the importance of enrolling a high 
percentage of employees, and in which 
the different plans described earlier are 
integrated and compared. By Eleanor 
Davis. Industrial Relations Section, 
Princeton University, 1936. 72 pages. 


Saving Wear and Tear by a Good 
Bonus System 


Hochschild, Kohn & Company (de- 
partment store) in Baltimore, Md., 
has a bonus system for drivers who can 
turn in a tire with excess mileage on 
it. A guaranteed mileage is set on all 
tires and any man who runs 100 miles 
over that guaranteed mileage is allowed 
a day off each year with pay. He is 
notified of this when the tire comes 
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off the vehicle, and the superintendent 
of transportation keeps a record of 
every tire with the mileage. Here for 
example is a card picked at random on 
which the driver got 12,522 miles, He 
got a day off for that, with pay. By 
Fred Kunkel. Power Wagon, August, 
1936, p. 25:1. 


3 Good Bonus Plans 


There is definitely a general increase 
in the demand for competent men. 
Watch for “raids” on your key ex- 
ecutives any time in the near future. 
To avoid a turnover among such men, 
companies are installing various kinds 
of incentives, bonuses and profit-shar- 
ing devices. Here are three such plans. 


1. For General Executives 


Set aside 15 per cent of profits (af- 
ter taxes) and offer to divide this 
bonus between the president, vice-pres- 
ident, secretary, treasurer, and general 
manager. 

To determine the division of the 
bonus average the total salaries of those 
who are to share in it. Thus if the 
president’s salary is 20 per cent of the 
total he shall receive 20 per cent of 
the bonus, and so on. 

Another plan is to predetermine a 
fair percentage for the business and 


- divide the overage among the general 


executives on the same basis as just 
outlined. 


2. For Department Managers 

The value of the contributions of 
many department managers is often 
difficult to reckon. For such execu- 
tives a bonus based on savings has 
worked out in many organizations. 
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Suppose a certain department can re- 
duce the cost of the units it produces 
from $16 to $15 per unit. Would it 
not be profitable to pay a 10 per cent 
bonus on the total saving to the de- 
partment head? 

Suppose a branch manager is run- 
ning his branch at an average cost of 
$2,300 a month. By means of planned 
economies the cost is reduced to $1,800. 
Why not offer the manager a per- 
centage of the $500 saved with the 
suggestion that he share the reward 
with those who helped him earn it. 

3. For Salesmen and Agents 

Set up a figure as a fair minimum 
monthly production. With this figure, 
determine the proper expense allow- 
ance for this given volume of business. 
Then pay a bonus on all production 
above this figure. 
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For example: Suppose you set 
$4,000 as a fair monthly sales figure, 
with $200 a month as a fair expense 
figure. Pay a bonus on all sales above 
$4,000 a month, provided expenses do 
not run above 5 per cent of sales. 

Offer a bonus to salesmen for un- 
usually good work in obtaining new 
dealers, in introducing new products, 
etc. In every case certain minimum re- 
quirements should be set up before 
any bonus is paid. This is better than 
offering to pay, for example, a dollar 
for every new account. Pay a dollar 
for every new account only after five 
new accounts have been sold during 
the month. Many companies find it 
pays to offer bonuses for special 
achievements rather than for total vol- 
ume or total profit. American Busi- 
ness, August, 1936, p. 17. 


Shop Methods: Industrial Engineering, Standardization, 
Waste, Rate Setting, Time and Motion Study 


Rating Plans 
The Barteau Personality Rating 


Chart and the executive manual ex- 
plaining its use for the group rating of 
personnel in business institutions. By 
Charles E. Barteau. 15 pages and 11 


pages. 


Job Specifications for the Auto- 
mobile-Manufacturing Industry 


This study presents, first, a descrip- 
tion of the automobile-manufacturing 
process, and second, an analysis of the 
jobs in the automobile industry. Col- 
lectively, the material constitutes work 


analyses of the departments in a typi- 
cal automobile-manufacturing plant. ' 
The functions of each department are 
described in summary form so that the 
process of manufacture may be seen 
in perspective. Prepared by the Occu- 
pational Research Program, Division 
of Standards and Research, U. S. De- 
partment of Labor. Three volumes. 
778 pages. 


Manual for Leaders of Foreman: 
ship Conferences 


This manual for the guidance of 
leaders of discussion groups of W.P.A. 
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foremen and supervisors, together with 
20 discussion outlines, was developed 
for use in organizing foremanship 
training in Indiana by the Works 
Progress Administration of that state. 
It is also expected to be of service to 
other states embarking on foremanship 
programs. Issued by the Works Prog- 
ress Administration of Indiana. July, 
1936. 124 pages. 


Processes in Metal Working 
Industries 


An introduction to a series of reports 
on occupations in foundries, machine 
shops, etc. A summary has been made 
of the various interrelated processes to 
give familiarity with terminology in 
the field. The first report will be 
on foundry occupations. Occupational 
Information Bulletin No. 8. New 
York State Employment Service, May 
9, 1936. 14 pages. 


For Every Job a Rating 


Every operative in a production de- 
partment should be rated over a pe- 
tiod of several weeks on the various 
jobs he or she performs. This can be 
called a productive or task rating. It 
is secured by dividing tasks performed 


by hours worked, or by dividing actual 


piecework earnings per hour by task 
earnings. 


If Jane Doe has ratings of 105 on 
job A, 106 on B, 102 on C, 87 on D, 
and 105 on E, her task rating should 
exclude the D rating, on which the 
piece rate is apparently low. Her rat- 
ing will then be 104%4. Job D should 
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be studied from ‘both motion and time 
standpoints, analyzed, and put correct- 
ly in line with other jobs. Of course, — 
there always remains the possibility that 
job D is in line and that Jane Doe can- 
not master it. If so, she should be 
rated at 87 for D and 104% for the 
other jobs. 

Ratings should be checked at least 
annually to see whether operatives 
have improved, retrogressed or simply 
maintained their skill. 

The foreman must always bear in 
mind that more tasks mean lower cost 
per task, or in other words, more pro- 
duction makes for lower unit costs, in- 
direct costs remaining equal. 


If after a trial period a new em- 
ployee has received a task rating of 65 
on a job where others are rated at 100 
or better, and has been either unable or 
unwilling to boost it to 90 or better, 
the foreman should consider transfer- 
ring this person to another type of job, 
and breaking in a new operative. This 
procedure should be repeated if neces- 
sary until one attains a satisfactory 
rating. 

One might ask how a low-rated op- 
erative increases costs, so long as he 
gets what he earns. Well, if three 
operatives are required where only two 
highly rated ones would fill the bill, 
it means that three machines are re- 
quired instead of two, more tools are 
required and more broken, and in some 
cases it may mean purchase of extra 
equipment if schedule requirements are 
to be met. In addition, the low-rated 
operative is usually discontented. 


It goes without saying that a time- 
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study man or foreman should use cau- 
tion in establishing a task to make sure 
that it is not too easy of fullfilment. 
We might expect a comparison of the 
task and operative’s task rating to show 
whether or not it is too easy, but this 
expectation is not always realized be- 
cause some operatives hold back when 
their earnings reach a certain point. 
If this condition exists, it is usually 
betrayed by a task rating for the easy 
job that is met too consistently from 
day to day. All new jobs, therefore, 
should be given a temporary rate; later 
they should be reviewed, revised if 
necessary, and made permanent. 

Once tasks have been established, 
permanent rates set, and task ratings 
worked for each employee, the rates 
should not be cut, even though task 
ratings gradually increase as opera- 
tives become more proficient and mo- 
tion-minded. 


MARKETING MANAGEMENT 


Possible Effects of the Anti-Dis- 
crimination Legislation 

To keep competition within proper 

limits, the Clayton Act and the Fed- 


eral Trade Commission Act were 
passed. The Robinson-Patman Act is 
the latest addition to the list. It will 
undoubtedly have some direct influence 
on business practices, but probably not 
so great as the sponsors hoped for.. It 
will, of course, be limited by the defi- 
nition of the word “commerce” and 
by the necessity for demonstrating that 
competition is substantially lessened or 
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A change in rate should take into 
consideration only changed conditions, 
and not the operatives’ natural improve- 
ment in skill. Here, as always, the 
time-study man is honor bound to be 
fair to operatives as they have no way 
of checking his studies. 

Where employees work in groups, 
where output or tasks of one depend on 
another, it is difficult to rate individ- 
uals and the group accurately. Indi- 
viduals should be interchanged oc- 
casionally between groups to see what 
effect changes have on the ratings. 
Where there is only one group, other 
means must be employed to root out 
poor operatives, because group ratings 
are only as high as that of the poorest 
worker. By Philip Bernstein, Time 
Study Engineer and Job Analyst, Win- 
chester Repeating Arms Company. 
Factory Management and Mainte- 
nance, June, 1936, p. 221:1. 


that monopoly is promoted. But its 
long-run effect, providing it leaps its 
legal hurdles, may come chiefly from 
its insistence upon greater knowledge 
—knowledge of costs, and knowledge 
of prices. I am speaking now not in 
praise or defense of this exact law, 
but with respect to a certain by-prod- 
uct of this kind of law. 

If the law is good, a better knowl- 
edge of costs will supplement its value. 
If it is wrong, or its technical faults 
are too abysmal, such a development 
might prove a back-handed sort of com- 





THE MANAGEMENT INDEX 


pensation that we could accept with a 
wry face, but nevertheless accept. As 
matters stand now, business policies are 
all too frequently formulated on the 
basis of guess work. We are inclined 
to insist that our judgments, once 
made, are right. But now business 
must face some specific questions con- 
cerning price structures and channels 
of distribution. They are questions 
that should be asked, law or no law. 


The Robinson-Patman Act definite- 
ly puts an end to our “ostrich” period 
of disregarding facts. The present 
approach may not be the correct one 
but we are attacking the problem. By 
Dr. Willard L. Thorp. Proceedings 
of the Conference of the Trade Asso- 
ciation Executives in New York City 
on the Robinson-Patman Anti-Discrim- 
ination Act, 1936, p. 55:14. 


Activities of Consumers’ 
Cooperative Wholesale Societies 
in 1935 

Cooperative wholesale _ societies 
showed a marked increase in business 
in 1935 as compared with 1934, and 
effected net savings 75 per cent larger 
than in the previous year. The twelve 
regional wholesale associations report- 
ing had a combined wholesale business 
in 1935 amounting to $27,088,163, 


and had net savings during the year 


of $776,883, of which sum $407,057 
was returned to member societies as 
patronage refunds and $64,677 was 
paid in interest on share capital. These 
societies reported paid-in share capital 
of more than a million dollars, re- 
serves in excess of $400,000, and total 
assets of over 3 million dollars at the 
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end of 1935. These data were secured 
in a recent study made by the Bureau 
of Labor Statistics. Monthly Labor 
Review, June, 1936, p. 1551210. 


Relations with Purchasing Organi- 
zations 


The lack of proper training of sales- 
men is without doubt the outstanding 
weakness of American industry. This 
lack of training means that in many 
cases the purchasing agent is imposed 
upon and burdened with useless and 
incompetent sales presentations. 

Unfortunately many organizations 
believe that a two, or three, or four 
weeks so-called training course turns 
out trained salesmen. Some of these 
organizations believe that all the train- 
ing that is needed is a fair knowledge 
of how the goods are made and how 
they must be used. 

Better team work and all around 
better relations between purchasing de- 
partments and salesmen are definitely 
desirable at this time. Both parties 
can help toward the ideal of a com- 
mittee meeting to consider the purchase 
of an article that will best serve the 
needs of the company that is paying 
for it. 

Should salesmen have contact with 
operating and technical men? The 
best posted purchasing agent in the 
world cannot know all the problems 
that an operating man must contend 
with. At the Oliver Iron Mining 
Company, salesmen have access to the 
operating men without clearing through 
the purchasing department. A record 
is kept of every such call made by 
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Each day this record 
is turned over to the purchasing de- 


every salesman. 


partment. Knowing this, no salesman 
is going to carry on consistently con- 
versations with the technical men with- 
out seeing to it that the purchasing de- 
partment is kept equally as well in- 
formed, nor is any salesman going to 
overdo his opportunity to talk to these 
technical men. 

As a result, when salesmen of the 
type that can really be of service call 
on the purchasing department, the 
buyer checks with the engineering de- 
partment and insists on the salesmen 
seeing them, if they have at the mo- 
ment, anything of interest. By Harry 
T. Bussmann. Mill & Factory, Aug- 
ust, 1936, p. 43:9. 


When You Distribute Your 
Catalog 


Distribution of a new catalog or 
stock-list offers an opportunity for sales 
promotion and, also, for the develop- 
ment of an up-to-date personalized 
mailing list. The Sligo Iron Store 
Company of St. Louis did both jobs 
well. 

Sligo, instead of simply sending its 
stock list to the regular mailing list, 
ran off a copy of the mailing list and 
mailed it out to salesmen according to 
territory for correction. Each sales- 
man checked the names of the compa- 
nies in his territory. The corrected 
lists were used for addressing the 
stock-list, but the booklets instead of 
going by mail were delivered person- 
ally by the salesmen. 


For large or important customers 
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a self-addressed port card accompanied 
the stock-list filled out with the cus- 
tomer’s name. The man to whom the 
list was given was asked to acknowledge 
it by signing the card and returning 
it and adding the names of other per- 
sons in the firm to whom the list should 
also be sent. 
returned and furnish Sligo with an 
up-to-date mailing list. Mill Supplies, 
August, 1936, p. 22:2. 


Creating “Unforgettable Impres- 
sions” 


Salesmanship, I continually try to 
tell our men, is the greatest profession 
in the world. It begins at the cradle 
and ends at the grave. A little baby 
born into the world is endowed with 
salesmanship. It smiles at its parents, 
it wiggles its toes and yells for atten- 
tion, their love, and their care. That’s 
real salesmanship! We grow to school 
age and we take the teacher an apple, 
a little bunch of flowers, or we tie her 
shoe. Salesmanship! 

A fellow falls in love with a girl 
and the first thing he tries to do is to 
sell her the idea that he’s the biggest 
bargain that’s ever going to come into 
her life. If he’s a good salesman, he 
gets away with it. If not, he rings up 
“No Sale,” checks out, and in comes 
the other fellow to do a bigger and 
better sales job. Salesmanship! 

And so we journey on through life 
until it comes time to cash in. ‘Then 
we send for the priest, the minister, or 
the rabbi and try to sell ourselves to 
our Maker for a front seat in heaven, 
where we can watch the parade go by. 


These cards are being 
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It’s salesmanship from beginning to 
end. We’re all salesmen—selling our- 
selves, our products, our firm and our 
ideas. By Billy B. Van. Executives 
Service Bulletin, Metropolitan Life 
Insurance Company, July, 1936, p. 
1:3. 


Sales Training and Control Help 
Permutit Double Volume 


Through the following steps this 
company achieved national consumer 
distribution on a product for which 
they had been told there was no mar- 
ket (a device for removing chemicals 
from hard water, to soften it): 

1. Determination of the extent and 
variations of the market, and the num- 
ber of factory salesmen, distributors, 
and dealers adequate to cover it. 


2. Careful selection and training 
and effective control of all three 
groups. 

3. Stimulation of salesmen, distrib- 
utors and dealers through consistently 
improved products, adequate profits 
and worth while materials. 

4. Attraction of consumers by bring- 
ing prices into the mass-market range; 
by demonstrating in the home the ad- 
vantages of water-softening, and by 
consistent and expanding national ad- 
vertising. By Lawrence M. Hughes. 
Sales Management, August 15, 1936, 
p. 218:3. 


Agent Distributor Tie-Up Builds 
Sales Volume 


The industrial distributor frequently 
knows of territories in which prospects 
are too widely scattered to warrant a 





specialist for the field. A Seattle, 
Washington, distributor has hit upon a 
happy solution to that problem. 

The field is that comprised of four 
industries that are more or less asso- 
ciated from the standpoint of material 
requirements, They are brewing, dis- 
tilling, wine making, and canning. The 
number of plants worth calling on 
does not exceed 125 in an area that is 
roughly 300 miles wide by 500 long. 

The distributor is the Rossman In- 
dustrial Supply Company and _ they 
have made an arrangement with Roy 
C. Duncan, manufacturers’ agent, op- 
erating under the name of Duncan 
Equipment and Supply Company. 

Study of the field discloses that, 
aside from the regular requirements of 
valves, fittings, hose, conveyor belts, in- 
struments, etc., there are other special- 
ized products not within his scope or- 
dinarily. ‘There are such things as 
canning machinery, vats, bottling ma- 
chinery, and so on. This is what 
brought Rossman and Duncan to- 
gether. 


The idea: Why not go after all 
the business with a man who is fam- 
iliar with these industries? There 
would be very little competition in any 
of these lines, standard or special, from 


- the brewery supply house. The latter 


looks upon machinery and supplies as 
out of its line. It is more interested 
in malt, grain, barrels, etc. 


Duncan as manufacturers’ agent had 
long been calling on these plants with 
several of the machinery lines. The 
machinery lines produced relatively 
large orders, but they were scattered. 
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He did not have routine orders of sup- 
plies to fall back on, although he had 
plenty of time for such business. 


Rossman, on the other hand, had 
been selling them industrial supplies, 
but without specialized effort. If there 
had been enough of the plants in the 
field, it would have been worthy of a 
specialist, but the volume in supplies 
alone did not seem to warrant this. 


Rossman now has a beverage and 
canning specialist who knows these 
plants and their personnel intimately, 
who thoroughly understands their 
problems, and who can push the supply 
lines effectively. Duncan, for his part, 
carries the agency lines as before, but 
while he is in each plant he has the 
opportunity to sell all the supply lines. 
By Henry W. Young. Mill Supplies, 
August, 1936, p. 21:4. 


Store-Wide Paging System Saves 
Time 


A store-wide paging system is used 
by the A. B. Frank Company, San An- 
tonio wholesalers, as a means of notify- 
ing all departments when a customer 
enters the house. As soon as some 
man or woman who operates a store 
and patronizes the firm enters the 
building, he or she is greeted, and im- 
mediately in all departments the mes- 
sage goes out “Mrs, C. J. Smith of 
Beeville is in the store,” or “J. M. 
Brown of Laredo has just arrived.” 

This ingenious plan prepares mem- 
bers of each department to be on the 
lookout for these customers, and as 
soon as they arrive in any of the 14 
departments they are cordially greeted 


and offered assistance in the selection 
of the merchandise. 


This plan not only proves a great 
convenience to the customer, but is an 
expression on the part of the firm of 
appreciation of their patronage. 4 mer- 
ican Business, August, 1936, p. 46:1. 


9 Things I Learned About Selling 
American Products in Europe 


1. Pay no attention to what Euro- 
peans say cannot be done. ‘They are 
invariably wrong. 2. The setting of 
a price is the most difficult problem 
confronting the European manager. It 
generally resolves itself into a process 
of trial and error. 3. Initially it is 
better to set too low rather than too 
high a price. Experience shows that it 
is far easier to raise a price after de- 
mand has been created rather than to 
start out with a high price for an un- 
known article. 4. Direct advertising, 
principally sampling, is more effective 
than general advertising in securing 
distribution. 


5. Start with the poorer sections of © 


a city and gradually work up to the 
better class of outlets in the center— 
if your product is a mass item. 6. 
Fairs and exhibitions are more effective 
advertising and distribution spots in 
Europe than in the U. S. A. 7. Sam- 
pling three times to the same group is 
worth in sales six times the value of 
three individual samplings to different 
groups. 8. It is possible to educate the 
European public to an American prod- 
uct even if there is a price differential 
in favor of local products—provided 
that the quality is noticeably superior. 
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g. Do not attempt to sell abroad things 
that you cannot sell at home—out- 
moded models, seconds, rejects from 


the American factory. By an over- 
seas sales manager. Sales Management, 
August 15, 1936, p. 238:3. 





Uncovering Sales Through Service 


The interest and service which the Bar- 
rett-Cravens Company, Chicago (manufac- 
turers of lift trucks, portable elevators, 
etc.), extends to its customers after equip- 
ment is purchased is outlined in this arti- 
cle by the vice president. 


forepart of each year the home office sup- 
plies the salesman with Inspection Report 
forms for every user in his territory. He 
then has twelve months to visit all of his 
users, inspect their equipment and return 
the report to the home office. This enables 
the company to keep in touch with custom- 


For the past ten years the company’s 
salesmen have been inspecting every instal- 
lation in their territory annually. The 


ers and often results in new business. By 
Edwin J. Heimer. Industrial Marketing, 
May, 1936, p. 14:2. 


| Survey of Books For Executives 4 


Buying Insurance: A Problem of Business Management. By P. D. Better- 
ley. McGraw-Hill Book Company, New York, 1936. 192 pages. $2.50 


Reviewed by a Buyer 


As a buyer of insurance I find this book contains a vast amount of informa- 
tion that would take years of study and practical experience to acquire. 

To people charged with the responsibility of supervising their employers’ 
insurance, but who, because of other duties cannot give sufficient time to make 
a thorough study of the subject, this book will serve as a guide to fundamentals, 
policy and risk analysis, in fact, a very complete reference to insurance buying. 

Mr. Betterley has embodied suggestions for good buying, prevention of losses, 
and procedure to be followed after a loss occurs that are very important and 
informative. 

The author has discussed in unbiased terms the various types of insurance 
carriers and their organization structures. 

Insurance terms and names of clauses are not uniform throughout the United 
States, and in a few instances references to clauses as known on the Eastern 
coast will differ from names used on the Pacific Coast, but they are similar 
and can be readily identified. 

The examples given by the author to explain the application of warranties 
and clauses in policies should be particularly valuable to one not well informed 
on the subject. 

Emphasis has been laid upon the need for fair play on the part of buyers. 
Mr. Betterley has pointed out that it pays to explain fully the type and nature 
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of each risk and reach a meeting of minds with the insurer through a properly 
drawn form in an effort to virtually settle the loss before it occurs. 

The book is written in language that is easily understood. While importance 
has been given to control of cost, greater importance is given to stability of 
insurance carriers and scope of protection under the policy, and rightfully so. 

It is not possible to deal herein with each chapter, but the reader will find 
food for thought in each one. By applying his particular type of business opera- 
tions to the thoughts expressed by Mr. Betterley, one cannot help but benefit 
thereby. 


Reviewed by A. G. Westcott, Assistant Secretary, The Union Ice Company, 
San Francisco. 


Reviewed by a Seller 


One who has read the articles by Mr. Betterley relating to insurance which 
have appeared from time to time is not surprised at the clearness of expression 
and spirit of fairness which pervade his book, “Buying Insurance.” He has the 
happy faculty of saying in unmistakable language what he has in mind, sufficiently 
concise to be pointed, and yet his expressions are not crisp enough to be tart. 

His spirit of fairness has prevented him from being too harsh in his comment 
with respect to insurers and their inability to give the insurance buyer the exact 
coverage which is desired or would be more acceptable, in many instances. It is 
evident that he recognizes the effect of certain limitations, which may be con- 
sidered to be salutary or otherwise, depending upon the point of view, with 
which the insurer is confronted in this connection. 

The book shows that Mr. Betterley has been a student of the insurance busi- 
ness. More than this, it shows that he has been a student of management, and 
the emphasis which he puts upon the fact that appropriate protection against in- 
surable hazards through the medium of insurance is a problem of management in _ 
connection with any business, large or small, is a matter that merits thorough 
consideration by every insured, the relative importance of this rising with the 
value of insurable interest which may be exposed to the variety of hazards against 
which contracts of indemnity may be secured. 

Too often the owner of a business or any other property is prone to look upon 
insurance as more or less of a nuisance, which he dislikes to, but to a degree 
must, tolerate, only to realize sooner or later that his apathy and carelessness are 
to be paid for dearly through a severe loss against which protection could have 
been had, but which is lacking. Mr. Betterley has chartered a course for the 
insurance buyer to follow in this direction, and this alone should make his book 
of inestimable value to those for whom it is intended primarily. However, he 
has gone much further than this, in that he places before the insurance buyer the 
knowledge which he has gained through many years of experience in not only buy- 
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ing insurance, but also in safeguarding insurable interest, in dealing with in- 
surers, in the handling of losses, and the like. The chapters on “Fundamentals,” 
“Insurable Interest,” ‘Causes of Losses,” “Survey of Hazards,” “Prevention of 
Losses,” “Determining Insurable Values,” and “Procedure after Loss” should 
prove of particular interest and benefit to insureds. 


Mr. Betterley acknowledges that his book is not “a complete discussion” of 
much of the subject matter embraced therein. This is true, and one criticism 
which might be directed at the work is the author’s failure to develop certain 
sub-titles more fully. However, to have done so probably would have involved 
too much discussion of a technical and legal nature, thus making the book some- 
thing more than a compendium of insurance fundamentals of interest and value 
to the average business man and insurance buyer. As such a compendium, which 
evidently was the author’s objective, “Buying Insurance” is worthy of a place in 
the library of every business man, and merits careful study by those charged with 
the protection of various interests through insurance. 


Mr. Betterley’s book does not possess any outstanding characteristics of value 
to insurers, except as it reflects the feelings and desires of insurance buyers. This 
exception cannot be disregarded, for after all the underwriter, like the seller of 
any commodity, must recognize the wants of his clients, and strive to give them 
what they desire, within the bounds of reason and certain limitations over which 
he has no control. From this standpoint “Buying Insurance” should prove of in- 
terest to underwriters and insurance agents generally. 


Reviewed by C. D. Minor, Superintendent, Special Service Department, Royal 
Insurance Company Limited. 





Four Million Inquiries From Mag- 
azine Advertising. By Harold J. 
Rudolph, with a Foreword by 
George Gallup. Columbia Univer- 
sity Press, New York, 1936. 118 
pages, 20 charts. $5.00. 


elements increase coupon return and 
what validity coupon returns have as a 
measure of individual advertisement 
performance. The analysis shows that 
as among half-page, two-thirds page, 
full-page and double-page advertise- 
ments, the half-page space is by far 
most efficient. It indicates that head- 
lines from six to twelve words long are 
more productive than headlines under 
six words and much more productive 


This book presents an analysis of 
four million mailed responses from 
1,800 actual advertisements in maga- 
zines. The advertisements cover fif- 


teen nationally advertised staple com- 
modities, such as evaporated milk, 
breakfast food, dentifrice, laundry aid, 
coffee, dried fruit, prepared dessert, 
etc. The purpose is to discover what 


than headlines of over twelve words. 
It shows that headlines should if pos- 
sible be set in either one line or in two 
lines, that headlines of three lines or 
more are less efficient. 
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On the basis of this study it would 
appear that advertisements devoting 
from 40 per cent to 70 per cent of 
the space to illustration are most ef- 
fective. The result of the analysis of 
the relation of size of copy block upon 
response is not conclusive, although the 
advantage seems to lie with advertise- 
ments devoting less than 20 per cent 
of the space to copy. A host of other 
important factors are studied, among 
them, size of coupon, nature of the 
offer, page position, variations in re- 
plies among magazines and variations 
in the rate of return from different 
magazines, seasonal influence, influ- 
ence of holidays, etc. This is a study 
that should be in the hands of every 
advertising copy writer and every 
agency account executive. It will cer- 
tainly serve to define more sharply the 
elements that make for effectiveness in 
an advertisement and to suggest pos- 
sible lines for further investigation. 

Review by Frank Egner, Editorial 
Director, Mail-Order Department, 
McGraw-Hill Book Company. — 


Why Quit Our Own. By George 
N. Peek with Samuel Crowther. 
D. Van Nostrand Company, Inc., 
New York, 1936. 353 pages. 50 
cents. 

This book has been written in an ef- 
fort to take the question of national 
prosperity and well-being out of the 
realm of mere words and theory and 
to discuss them on the sure basis of 
fact. 

The author assumes that the na- 
tional well-being depends upon the 
ability of the various groups of our 
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population freely to exchange man 
hours of labor on a basis of reasonable | 
equality. It implies a balanced econ- 
omy, and an American price system, 
insulated as far as possible from out- 
side influences. , 


About one-half of the book ap- 
peared in six articles in The Saturday 


Evening Post under the title “In and 
Out.” 


“For Top Executives Only.” A 
Symposium. The Business Bourse, 
New York, 1936. 383 pages. $5.00. 


The authors of this volume are: 
Samuel W. Reyburn, Kenneth Goode, 
Alfred P. Sloan, Jr., C. M. Chester, 
Sanford E. Thompson, and J. George 
Frederick. 


“For Top Executives Only” is a 
self-critical analysis of business execu- 
tives and business policies. It traces the 
evolution of the executives, pointing 
out mistakes, false trails and the ideal 
to be achieved in the “new breed of 
executives” of the future. 

Mr. Frederick, the editor, declares 
that the American executive has the | 
“defects of his virtues”; too cocksure, 
too trusting in common optimism, too 
quick to gamble, too dominated by the 
get-rich-quick spirit; too negligent to- 
ward high trading standards and fidu- 
ciary ethics, and too narrow in under- 
standing economics and general wel- 
fare. Mr. Frederick goes on to say 
that the typical executive has not been 
nearly as good a business man as he 
thought he was. 


Such topics are discussed as: per- 
sonal executive qualities; “customer- 
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mindedness”; modern executive tech- 
nique; scientific management ; the sales 
basis of management; relations of gov- 
ernment and business. 


Congress or the Supreme Court, 
Which Shall Rule America? 
Edited by Egbert Ray Nichols. 
Noble & Noble, New York, 1935. 
476 pages. $2.00. 


Contained in this volume are a num- 
ber of papers speaking affirmatively 
and negatively on the proposition: 
“Should Congress have power to over- 
ride, by a two-thirds majority vote, 
decisions of the Supreme Court declar- 
ing laws passed by Congress unconsti- 
tutional?” Drawing upon many au- 
thoritative sources, the editor has com- 
piled a stimulating discussion of the 
subject. 


Legal Protection of Goodwill. By 


Frank §. Moore. The Ronald 
Press Company, New York, 1936. 
218 pages. $3.50. 

A useful book to anyone who is in- 
terested in safeguarding his commer- 
cial goodwill; and scarcely a business 
exists that cannot lay claim to a good- 
will of some kind. A nebulous thing 
in the minds of most persons, goodwill 


is a phenomenon of definite character © 


involving very practical factors. 

The author, in an interesting and 
illuminating way, makes clear to the 
reader the rules and fundamental laws 
having to do with goodwill, and the 
means with which goodwill may be 
protected. He discusses the various as- 
pects of the subject, but in particular 
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those that are important to managers 
launching a new business or product. 
The volume is well-indexed, and will 
undoubtedly prove an excellent refer- 
ence source on this subject. 


Sweden the Middle Way. By 
Marquis W. Childs, Yale Univer- 
sity Press, New Haven, 1936. 171 
pages. $2.50. 


In this book Mr. Childs has given 
us a most able and vivid description 
of how Sweden has pioneered in the 
realms of social and political economy. 

While the progress of other nations 
has been retarded, due to internal up- 
heavals caused by economic maladjust- 
ments, Sweden proceeded to solve the 
economic problems as they arose in a 
peaceful and rational manner. 

While other nations indulged in an 
endless discussion and experimentation 
in controversial fields such as capital- 
ism vs. communism, individualism vs. 
collectivism and autocracy vs. democ- 
racy, Sweden proceeded to apply 
rational solutions to specific problems. 
It did not attempt to label the prin- 
ciples followed with any one of these 
terms nor did it attempt to carry any 
one dogma to its practical conclusion. 

Both political and financial leaders 
seem to have assumed the responsibility 
to organize the nation so as to accom- 
plish the greatest good for the largest 
number, not just in the form of empty 
promises but in actual results. 

In these efforts the government has 
assumed certain functions which, ac- 
cording to ultraconservative view- 
points, it is not equipped to handle. 
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Mr. Childs’ description of how the 
Swedish government has successfully 
managed railroads, telephone and tele- 
graph, forests and power resources, 
etc., is certainly contradictory to these 
viewpoints. It leads one to the con- 
clusion that an honest government that 
knows its limitations and abides by 
this knowledge can ‘efficiently handle 


some of these functions. 


The Swedes have concluded that 
monopolies cannot be fought by law 
but can be successfully combatted 
through consumer owned and operated 
enterprises and have apparently proved 
their point. Through the control of 
almost one-third of the retail trade this 
consumer-owned organization prac- 
tically determines the prices on the im- 
portant necessities of life. 


As we follow the description of this 
cooperative movement, not only as ex- 
emplified -by the retail organization, 
but also as applied to housing and 
other fields, we again are faced with a 
contradiction to a commonly accepted 
axiom that consumers cannot be effec- 
tively organized. We in the United 
States are so used to attempts to ex- 
ploit groups of this and similar kinds 
for selfish purposes that it sounds in- 
credible that such organizations guided 
by such unselfish leaders. could exist 
anywhere. 


It is true that Sweden is a small 
country with a homogeneous popula- 
tion, which of course greatly simplifies 
the problems.of administration. It is 
however an old country with a long 
background of industrial and economic 
developments which has forced certain 
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social economic problems to a/solution 
earlier than in countries with a 
younger history. 

Like the Americans the Swedes | 
firmly believe that the right to indi- 
vidual ownership of property and the 
value of individual initiative are fun- 
damental to any sound development of 
society; However natural resources 
must be conserved, exploitations con- 
trary to public interest must be pre- 
vented and the public at large must be 
educated in economic fundamentals in 
order to assure sane and _ sound 
progress. 

Rather than to label the develop- 
ments in Sweden destructive and dis- 
couraging for the capitalistic system 
they should perhaps be labeled ad- 
vanced and encouraging. In any event 
the courageous and unprejudiced ap- 
proach shown by the Swedes in at- 
tempting to solve their problems is 
very similar to what we like to feel is 
the American way of handling situ- 
ations. 

It is possible that the developments 
in this small country might show some ° 
methods of approach which can profit- 
ably be followed by larger nations in 
making some of the adjustments neces- 
sary for a sound development of the 
capitalistic system. 

It behooves us here in America to 
make an impartial study of the devel- 
opments in other countries. Mr. 
Childs’ book should be read by every- 
body interested in modern economic 
trends.. It is both enjoyable and 
thought provoking. 


Reviewed by Hadar Ortman. 





